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UNCLAS COPENHAGEN 0809 

E.O. 11652: N/A 
TAGS: EGEN, DA 

SUBJ: DANISH BUSINESS PESSIMISTIC ABOUT 1975 PROSPECTS 

BEGIN SUMMARY. THE FEDERATION OF DANISH INDUS- 
TRIES HAS TURNED DECIDEDLY PESSIMISTIC ABOUT 
PROSPECTS FOR THE DANISH ECONOMY AND TRADE FOR 
1975. ITS MOST RECENT QUARTERLY SURVEY (MARCH 10, 1975) 
ADJUSTS ALL ITS PREVIOUS FORECASTS DOWNWARD, REFLECT- 
ING NOT ONLY WORSE THAN EXPECTED PRODUCTION 
AND EXPORT PERFORMANCES BUT CONTINUING BEARISH 
NESS OF DANISH INDUSTRIALISTS ON INVESTMENTS. 

WHILE THE BALANCE OF PAYMENTS DEFICIT IS STILL 
EXPECTED TO DECLINE FROM 1974, THE FEDERATION 
BELIEVES A DETERIORATION IN THE LATTER PART 
OF THE YEAR WILL LEAVE THE PAYMENTS BALANCE 
IN A BAD POSITION FOR THE START OF 1976. WITH 
LITTLE BUSINESS INCENTIVE TO EXPAND PRODUCTION 
OR INVEST, THE FEDERATION EXPECTS UNEMPLOYMENT 
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WILL CONTINUE AT HIGH LEVELS THROUGHOUT THE 
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YEAR, REGARDLESS OF MEASURES TAKEN BY THE GO- 
VERNMENT. WE BELIEVE THE REPORT ACCURATELY 
REFLECTS THE PRESENT BUSINESS MOOD. CHANGES 
IN EXTERNAL CIRCUMSTANCES COULD, OF COURSE, 

CHANGE EXPECTATIONS AND, THEREFORE, PERFORMANCE. 
END SUMMARY. 

1. THE FEDERATION OF DANISH INDUSTRIES (FDI) 

NOW ESTIMATES DEVELOPMENTS IN BOTH 1974 AND 1975 
AT A LOWER LEVEL THAN INDICATED BY PREVIOUS 
FORECASTS, BOTH BY THE GOVERNMENT AND BY THE 
FDI. REASONS ARE A STRONGER THAN EXPECTED SLACK- 
ENING IN EXPORTS TO EC COUNTRIES AND DELAYED 
DOWNWARD TRENDS NOW ALSO SHOWING IN NORDIC MAR 
KETS, WITH NORWAY AS A POSSIBLE EXCEPTION. 

FDI NOW EXPECTS ONLY A 2 PERCENT RISE IN INDUS- 
TRIAL EXPORTS AGAINST A PREVIOUS OFFICIAL FORE- 
CAST OF 4-5 PERCENT. ON THE HOME MARKET, FDI 
EXPECTS STAGNATION, REFLECTING SOME MODERATE 
INCREASE IN CONSUMER GOODS BUT DECLINE IN INVEST- 
MENT GOODS. PARTICULARLY IN BUILDING MATERIALS. 

2. INDUSTRY SALES ROSE ONLY 1 .5 PERCENT IN 

1974 OVER 1973. THIS SMALL IMPROVEMENT REFLECTED 
AN 8-9 PERCENT RISE IN THE FIRST HALF OF THE 
YEAR, STAGNATION IN THE THIRD QUARTER AND A 
9 PERCENT DECLINE IN THE LAST QUARTER, WHEN 
EXPORTS FELL 4 PERCENT AND HOME MARKET SALES 
DECLINED 12 PERCENT. THE LARGER THAN EXPECTED 
DECLINE LED TO UNINTENDED INVENTORY BUILD-UP. 

FDI ESTIMATES THAT PRIVATE CONSUMPTION FELL 
3 PERCENT IN 1974 AND MAY GO UP BY ONLY 2 PER- 
CENT IN 1975, DESPITE TAX RELIEF, OR HALF THE 
OFFICIALLY ESTIMATED RATE. BUSINESS INVESTMENT 
DROPPED 2 PERCENT IN 1974 AND, ACCORDING TO 
FDI, WILL DECLINE ANOTHER 10 PERCENT IN 1975. 

3. FDI EXPECTS THAT BUILDING ACTIVITY. WHICH 
FELL 30 PERCENT IN 1974, WILL SHOW A SIMILAR 
DECLINE IN 1975. CONVERSELY. PUBLIC SPENDING 
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IS EXPECTED TO SHOW A SOMEWHAT STRONGER TENDENCY 
THAN IN 1974, INCREASING 5 PERCENT IN 1975. 

THE FDI FEARS THAT THE MORE EXPANSIVE FISCAL 
POLICY MAY PREVENT THE EXPECTED EASING OF MONEY, 
HENCE THAT THE NET STIMULUS MAY REMAIN UNCHANGED. 

4. AGAINST AN ESTIMATED INCREASE IN TOTAL EXPORTS 
OF 2 PERCENT IN 1975, THE FDI SEES A 4 PERCENT 
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DROP IN IMPORTS ON TOP OF THE 5.5 PERCENT DE- 
CLINE IN 1974. THE FDI AGREES THAT THE IMPROVE- 
MENT IN THE BALANCE OF PAYMENTS OVER 1974, WHICH 
LED TO EQUILIBRIUM BY THE TURN OF THE YEAR, 

WILL ALSO LEAD TO A REDUCED PAYMENTS DEFICIT 

IN 1975. THE FDI EXPECTS, HOWEVER, THAT 

THE DEFICIT WILL GRADUALLY WORSEN OVER THE YEAR, 

HENCE PROVIDE A POORER STARTING POSITION FOR 

1976. 

5. CONTINUING IN ITS PESSIMISTIC VIEW, THE 

FDI FORECASTS THAT EVEN THE MODEST EXPANSION 
IN DOMESTIC DEMAND WOULD BE REFLECTED INITIALLY 
IN A BADLY NEEDED INVENTORY REDUCTION AND ONLY 
LATER IN SOME MODERATE PRODUCTION RISES. AC- 
CORDINGLY, THE FDI EXPECTS THAT THE PRESENT 
RELATIVELY HIGH LEVEL OF UNEMPLOYMENT WILL CON- 
TINUE THROUGH THE YEAR. 

6. REVIEWING INDIVIDUAL INDUSTRIES, THE FDI 
REPORTS DECLINING PRODUCTION IN THE FIRST QUAR- 
TER OF 1975 IN ALL INDUSTRIES EXCEPT TRANSPORT 
EQUIPMENT, GARMENTS AND SHOES, AND CHEMICALS 
WHERE VERY SLIGHT EXPANSIONS ARE REGISTERED. 
EMPLOYMENT IS DOWN IN ALL INDUSTRIES EXCEPT BE- 
VERAGES AND CHEMICALS; ONLY TRANSPORT EQUIPMENT 
AND GLASS HAD LABOR SHORTAGES. RISING INVEST 
MENT WAS REGISTERED IN BEVERAGES, OIL DRILLING, 
RUBBER, CHEMICALS, AND, TO A LESSER EXTENT, 

IN FOUNDRIES, TRANSPORT EQUIPMENT AND PETROLEUM. 
ALL OTHER INDUSTRIES REPORTED DECLINING INVEST- 
MENT, PARTICULARLY IN WOOD, ELECTRONICS, MACHINERY, 
BRICK AND MORTAR, AND PAPER, BUT ALSO SIGNIFI- 
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CANTLY IN FOOD, TEXTILES AND GARMENTS.PRINTING, 

AND FURNITURE. 

7. EMBASSY COMMENT: AS THE FDI SURVEY REFLECTED, 

THE GOOD OVERALL PERFORMANCE OF DANISH EXPORTS 
IN 1974 HID A DECLINING TREND WHICH HAS CONTI- 
NUED INTO 1975. THIS, COMBINED WITH SLACK DO- 
MESTIC DEMAND AND DECLINING INVESTMENT, GIVES 
LITTLE REASON FOR HOPE THAT THE GOVERNMENT CAN 
DEVISE PROGRAMS WHICH WOULD SIGNIFICANTLY REDUCE 
UNEMPLOYMENT WITHOUT ADVERSELY AFFECTING THE 
ECONOMY AS A WHOLE. EXTERNAL STIMULI, SUCH 

AS A RISE IN INTERNATIONAL BUSINESS CONFIDENCE 
AND A PICK-UP IN EXPORT DEMAND, WOULD PROBABLY 
BE NEEDED TO CHANGE THE TREND SO GLOOMILY SET 
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FORTH BY THE FDI. 
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